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KEY ECONOMIC INDICATORS Page 2 
(US $ Millions Unless Qtherwise Stated) 


1975 1976 1976/75 1977 
*Change 
INCOME, PRODUCTION,EMPLOYMENT 
(1)GNP at current prices 26,063 N-a- 3) : (8) 
(1)GDP at current prices 28,854 31,047 (8) 
(1)GDP at constant 1968 prices 14,786 15,638 
(1)Per-capita GNP at current 2,406 nea. 
prices 
(1) National income 23,583 hea. 
(7) Employment (thous. of 3,416 3,586 
persons) 
(1)Plant and Investment Equip. 7,862 Mesa 
(2)Avg. Industrial Wage (blue 280 Ns 
collar, US $ monthly) 
(Jan/Sep) 
(1) Industrial production, 283.0 9/76 
excl. petroleum refin- 
ing (Index 1968=100) 


PRODUCTION: 
(3) (a) Crude Petroleum (1,000 
b/d Av) 2,346 2,294 
(1) (b) Iron Ore (Mill. of Mt) 25 23: 21/776 
(4) (c)Cement (thous. of Mt) 3,455 3,109 11/76 
(5) (d)Motor Vehicles (Units) 142,464 nea. 
(4) Value of Construction 695 820 9/76 
Permits Granted 
(1)Electricity Gen. Index: 208.6 247.3 9/76 
1968=100 


MONEY AND PRICES 


(1)Money Supply 11,617 

(1) Public Debt Outstanding 4,500 

(1)External Debt 2,625 

(1) Commercial Bank Prime Rate 9.5 

(1) Retail Price Index-Caracas 154.8 
1968=100 

(1)Wholesale Price Index 175.3 11/7€ 
1968=100 





FOREIGN SECTOR 1975 1976/75 
achange 


) Balance of Trade ** 5,655 
) Exports (FOB) **11,117 
) To U.S. 3,624 
) Imports (FOB) 5,462 
) From U.S. 2,243 
) Balance on Current Account 1,532 
) Overall Balance 2,513 
) Gold and Foreign Exchange 
Reserves 8,856 g 8,588 2/77 


(1 
(1 
(6 
(1 
(6 
(1 
(1 
(1 


Footnotes: 


* Figures are for December of year indicated. 
** Petroleum Exports Valued at Tax Reference Prices. 


SOURCES: 


(1) Central Bank. 

(2) Ministry of Labor. 

(3) Ministry of Energy and Mines 

(4) Venezuelan Chamber of Construction. 

te} Chamber of Automotive Vehicle industry. 
6 

(7) 

(8) 


U.S. Department of Commerce. 
Ministry of Development. 
Cordiplan Preliminary Estimate. 
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SUMMARY 


Despite the fact that Venezuela's oi] production has declined in 
volume since 1970, the country has enjoyed a high level of income since 
1973 as a result of the increase in world oil prices. This situation has 
resulted in a vigorous increase in gross domestic product at current prices, 
especially in 1973 and 1974, but only modest real growth. Although 
production in the extractive industries has suffered significant declines 
since 1974, the non-extractive sectors have exhibited healthy real growth. 


Inflationary pressures show some signs of abating. After enjoying 
relative price stability in 1968-72, the country experienced double digit 
inflation in 1973-74. During 1975 and the first half of 1976 a distinct 
moderation of the rate of increase in prices took place. Nevertheless, the 
Government remains concerned, and has taken steps to reduce liquidity, restrict 
credit and alter the price structure. 


For the first time in many years, the Government experienced a slight 
budgetary deficit in 1976. The proposed budget for 1977, slightly in deficit, 
calls for spending at a modestly lower level than 1976, but provides for a 
significant shift of resources into current expenditures and away from capital 
investment. In April 1976, Congress authorized large public credits to finance 
the major public investments of the Fifth National Plan. 


Venezuela's balance of payments was slightly in deficit in 1976 in part 
because of heavy outflows related to the nationalization of the oi] industry 
in 1976, but also because import payments increased faster than export 
earnings. This development is not likely to act as a constraint on Venezuela's 
development plans, in part because the Government plans to use substantial 
amounts of foreign credit and to draw on its reserves of hard currency to 
finance imports. 


Venezuela is assigned a high priority in the United States' export 
expansion efforts under the "Sell in Venezuela" campaign which involves greatly 
expanded market research, a schedule of almost twenty trade promotion events, 
and intensified pursuit of major project opportunities. The Government's 
plans to build up productive infrastructure with public investments on the 
order of $20 billion through 1980 provide substantial opportunities for U.S. 
exporters of goods and services. While the private industrial sector will 
expand concurrently, it will not be able to meet the demands of this burgeoning 
economy. As a result, the market for a broad spectrum of imports from the 
U.S. will continue strong and the predicted high level of foreign exchange 
availability over the foreseeable future will ensure adequate means of payment. 





CURRENT ECONOMIC SITUATION AND TRENDS 


GOVERNMENT ECONOMIC POLICY 


The main elements of the government's economic program include: 
1) a more equitable distribution of wealth; 2) state ownership of the 
extractive industries; 3) Venezuelan control of most foreign 
investment in accordance with Decision 24 of the Andean Pact; 4) use 
of petroleum-generated revenue to finance development of a balanced 
economy; 5) promotion of non-traditional exports; and 6) support for 
high world petroleum prices to insure that earnings from this sector 
are sufficient to finance Venezuela's ambitious development programs. 


The Fifth Five Year Plan, which runs from 1976-80, outlines the 
basic program of development over the coming five years. Inflationary 
pressures, caused by a large infusion of money into the economy and a 
rising level of government expenditures, seem to be moderating. In April 
and May of 1976, the Government announced a series of measures designed 
to combat inflation and stimulate production of essential foodstuffs 
and raw materials. These measures include altering the price structure, 
limiting and redirecting financing and reducing liquidity through a 
more restrictive monetary policy. 


The 1977 Budget Bill approved by the Congress in December calls 
for expenditures of $8.3 billion and anticipated revenues of $8.2 billion. 
Critics of the budget have maintained that the sharp increase in expenditures 
on current account and the continued heavy reliance on the petroleum sector 
for about 73% of revenue, will stimulate the inflationary pressures 
already facing the economy. In addition, the Government of Venezuela 
is planning heavy foreign borrowing through 1980. Under the Refinancing 
Law and Basic Sectors Financing Laws, the Government has authority to 
borrow up to $10.2 billion over the next five years. Through March of 
1977, the government had made arrangement to borrow $2.4 billion, primarily 
from international bank consortia. 


GROWTH RATE OF THE ECONOMY 


Although Venezuela's production of oi] has been declining from 

its peak year, 1970, income from this key sector has been maintained at 
a high level since 1973 as a result of the increase in petroleum prices. 
Financed by oi] revenues, Venezuela's economy achieved an average of 6.7% 
annual increase in real gross domestic product during the 1973-76 eee 1976 
however, saw a moderation in the rate of growth of certain key sectors 0 
the economy. Production of petroleum was down an estimated 3%, iron ore 
production (volume) fell by approximately 22%. The decline in output 
was attributed to weak world demand for the product of Venezuela's mines. 
Total agricultural production was about 8% lower than 1976 during 

1975 a combination of fortuitous circumstances contribu dd to a 
record level of production. Manufacturing, which performed 
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exeedingly well in 1975 (20% growth), registered a more modest but 

still respectable 11% growth rate in.1976. The star performer 

in the economy was the construction industry, the value of whose 

product (in current prices) rose by over 180% as measured by construction 
permits issued through August. 


The general price index, which rose by 11% in 1973 and 19% in 1974, 
rose moderately during the last two years. The increase in 1975-76 
averaged 7.5% annually, although for certain sectors (e.g., housing, 
wood and wood products, labor) the rate of increase was significantly 
higher. 


EMPLOYMENT AND WAGES 


The labor force is 3.9 million persons. Unemployment is largely 
structural and seasonal in nature and has been declining. Unemployment 
was 6.4% in the first semester of 1976 according to a household survey 
conducted by the Development Ministry. Skilled workers are in very 
short supply. Turnover of workers at many large manufacturing companies 
varies from 25% to 35% a year. The minimum wage is $3.50 a day and 
applies to all workers, both urban and rural. Average salaries for blue 
collar unionized workers in Venezuela are $424 a month (Sept 1975-76). 
White collar workers average $844 a month. Mandatory fringe benefits 
include a 2% payroll tax to the government manpower training institute 
(INCE) a 7, 8 or 9% (based on risk) payroll tax to the Social Security 
Institute (IVSS); a vacation bonus; a Christmas bonus of 10% of the net 
profits of the business up to 2 months pay; and one or two month's wages 
for every year worked as a severance benefit to a terminating worker. 


PETROLEUM 


Private control of the Venezuelan oi] industry ended on December 31, 
1975. Beginning in 1976, Petroleos de Venezuela, a state holding 
company, took over administration of the nationalized industry which now 
consists of fourteen operating companies, corresponding roughly to the 
former privately-held concessions. Most of the foreign ex-concessionaires 
have agreed to continue to provide technical services to their now 
nationalized former holdings and to purchase oil from them. 


Oil production in 1976 totaled 840 million barrels, for an average 
daily production rate of 2.29 million barrels, according to preliminary 
data. This represents a leveling off of the steady decline in production 
since 1970 when the daily rate reached 3.7 million barrels; it had fallen 
to 3.0 million in 1974 and to 2.35 in 1975. Production in 1976 began 
at a relatively low rate, increased steadily through August, and was then 
held down to meet the 2.2 million b/d average daily rate established as the 
nation's goal for the 1976-80 period. For the first three months in 1977, 
production averaged about 2.35 million b/d, in part to meet heavy U.S. 
winter demand, but this rate will probably drop slightly for the remainder 
of the year. 
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Exports in 1976 were estimated at 779 million barrels, including 
503 million of crude oi] and 276 million of refined products and natural 
gas liquids. Total exports were slightly above the level of the previous 
year as domestic stocks were drawn down. Data is not yet available on the 
destination of 1976 exports, but in 1975 about 37 percent of Venezuela's 
exports went directly to the U.S. and an additional 15 percent were shipped 
to nearby refineries in Aruba and Curacao, largely for re-export to the 
U.S. market. 


Venezuela joined with the majority of the other OPEC countries in 
raising crude oil prices 10 percent on January 1, 1977. Prices of most 
exported refined products, primarily fuel oil, steadily increased through 
early 1977, but were expected to decline subsequently in response to 
seasonal market trends. While continuing sales to former concession 
holders still account for about 80 percent of the country's petroleum 
exports, Petroleos de Venezuela and its subsidiary operating companies 
are making sizeable direct sales to new customers in the United States, 
Europe, Latin America and Japan. 


Major investments will be needed just to maintain production at its 
present level over the medium and long term. Initially, these investments 
are likely to concentrate on extensive exploratory drilling, possibly 
including offshore exploration, additional secondary recovery installations, 
and the upgrading of existing refineries. Petroleos de Venezuela has 
programmed about $750 million for investments in 1977, and is planning to 
increase this to over $1 billion annually in subsequent years. 


INDUSTRY 


Even before sharply increased oi] revenues provided to the government 
the revenue needed to finance the current five year plan, the development 
of the country's industrial base was assisted by a benevolent policy of 
protection for developing industries. Venezuelan manufacturers were able 
to cater to a sheltered market behind high tariff walls and a system of 
import licensing. More recently, Venezuela's 1976-1980 Development Plan has 
provided the orientation for, and has energized,Venezuela's industrial 


development. The traditional profile of Venezuela as an agricultural economy 


exploiting superficially substantial petroleum and 
less representative every day. Venezuela has already made major investments? Ve® becomes 


in the petrochemical and steel sectors, and the autonomous agencies of the 
government which manage the operations of these "poles of development" have 
been authorized to invest several additional billions of dollars during 

the term of "The Plan". New projects abound in the areas of energy generation, 
transmission, and distribution, communications, health care, and transportation. 
Some of these projects are estimated to cost hundreds of millions, and 

even billions of dollars individually. The privately-owned automotive 

industry has been directed by the Venezuelan government to more completely 
integrate its operations, to reach the government's ambitious local value- 
added objectives. The value of new construction continues to 

break records. The establishment of small and medium- scale 
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industry is being encouraged by government-sponsored regional 
development agencies which offer technical assistance and concessional 
credit. These are only the highlights of change in Venezuela's oil- 
based economy, which has yet to reflect the full impact of the 
government's determination to promote the development of a more 
diverse and self-sufficient industrial sector. 


AGRICULTURE 


Output in 1976 reversed the strong agricultural growth trend 
that had been in progress since 1972. Total agricultural production 
was an estimated eight percent below 1975, when favorable weather, high 
producer prices, liberal credit. and increased technical support had 
contributed to record agricultural output. 


While the Government of Venezuela continued emphasizing 
agriculture in its development plans, unfavorable weather erased much 
of the progress that had been made in recent years. President Perez 
stated that neither bank credits nor will on the part of the farmer were 
lacking; climatic conditions were the main obstacle. Others disagreed. 
Some producers believe more government support would have boosted agri- 
cultural production even though the weather was unfavorable. 


Some sectors of the agricultural economy were damaged more than 
others by unfavorable weather. Less than 500,000 hectares of corn 
could be planted out of 688,000 hectares that were planned. The area 
programmed for rice was 196,000 hectares. Only 80,000 hectares could 
be planted. Sesame was harvested from 140,000 hectares rather than the 
planned 220,000 hectares. In addition, in the western llanos where most 
of the crop is produced, there were excessive rains at harvest time 
causing a lower than expected yield. 


Sorghum was one of the few crops showing an increase in 
production. In 1976, an estimated 238,000 metric tons were harvested 
from 145,400 hectares. The previous year, 44,000 hectares produced 
80,000 tons. 


Livestock production in 1976 was the second highest year in 
the country's history, although it was approximately four percent below 
the exceptionally good year of 1975. 


On a per capita basis, agricultural production in 1976 compared 
very unfavorably with prior years. Per capita food production was at 
the lowest level since the early 1960's. 


Agriculture currently is receiving close attention by the 
government and, if the weather cooperates, production in 1977 could 
show substantial improvement over the poor crops of 1976. 
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FINANCIAL SITUATION 


The money supply continued to increase throughout 1976. By the 
end of the year money in circulation and demand deposits (M-1) amounted 
to $6.0 billion, representing an increase of 12% over 1975. Including 
time deposits (M2), total liquidity reached $11.7 billion, an increase 
of 23%. This expansion of liquidity was confined primarily to the 
internal sector where commercial banks increased their investments and 
other placements in the private sector. Likewise the government sector 
increased its expenditures significantly, thus drawing down the level 
of its deposits in the banking system as well. A slight contraction of 
liquidity took place during the first part of 1976, attributed to a 
drop in income from the petroleum sector stemming from the transition to 
a nationalized industry. However, growth in the money supply resumed 
its upward trend as the year wore on. 


Central Government income in 1976 amounted to $9.8 billion, while 
expenditures reached $10.3 billion; thus the budget was in deficit by 
approximately $500 million. Expenditures included a grant to the 
Venezuelan Investment Fund of $584 million; had the Government chosen 
not to make this grant, the budget would have been slightly in surplus. 
In October, the Government presented its 1977 budget bill calling for 
expenditures of $8.33 billion and revenues of $8.25 billion, $6 billion 
of which is expected to come from the petroleum sector. Current expenses 
will account for 60% of budgetary outlays, up from 46% in 1976, while 
capital expenditures are down from 36% in 1976 to 26% in 1977. 


In April of 1976, the Government presented to Congress a bill to 
authorize $9.3 billion in public credits to finance major investments under 
the Fifth National Plan (1976-81). Of this amount, $4.5 billion is to 
come from external credits and $2.9 billion from the Venezuela Investment 
Fund. In March of 1977, the Government of Venezuela initiated its 
borrowing under this authority by signing an agreement with 18 international 
banks. The agreement provided for credits totalling $1.2 billion to 
finance imports related to various development projects. In addition, the 
Government borrowed an additional $1 billion in October of 1976. These 
funds, borrowed under a separate authority, were used to consolidate 
obligations of various semi-autonomous government organizations. 


Venezuela's external payments situation remains a healthy one, with 
foreign exchange reserves now exceeding $8.5 billion. The government of 
Venezuela has estimated that for the year 1976 the surplus on current 
account fell to $8]8 million, down from $1.5 billion in 1975. While the 
value of petroleum exports was approximately the same in 1976 as 1975 
($8.4 billion), earnings from exports of iron ore were down by more 
than 25% to $200 million. Total export earnings for 1976 were estimated 
to be $8.9 billion, down .6% from 1975. Non-traditional exports: were 
up by 24%, almost compensating for the decline in iron oreexports. Imports 
in 1976 were up approximately 25% to $6.8 billion, continuing a recent 
trend for strong growth on the import side. Venezuela therefore enjoyed 
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a trade balance of $2.1 billion, or about 24% of export earnings. 

The capital account, however, was in deficit more than $1 billion, 
producing a deficit in the overall payments situation of $286 million, 
which was equivalent to 3.2% of the value of Venezuela's foreign 
exchange reserves at year's end. 


IMPLICATIONS FOR US BUSINESSMEN 


The market for a broad spectrum of imports from the United 
States continues strong. While many trade opportunities are directly 
related to Venezuela's major projects incorporated in the Fifth 
National Plan, there is also a host of general trade opportunities 
resulting from the overall expansion of the economy. A joint U.S. 
Department of Commerce/Embassy Caracas "Sell in Venezuela" campaign 
involves (1) extensive market research into every key area of Venezuela's 
industrial development, (2) construction of an exhibition facility 
for at least six large-scale U.S. Department of Commerce sponsored- 
Embassy supported-industry oriented "SOLO" Exhibitions over the next 
two years, and (3) Embassy sponsorship of approximately one dozen 
smaller-scale specialized trade promotion events, including trade 
missions, catalog . shows, and technical sales seminars. 


In addition, a Commercial Task Force has been added to the 
Embassy's personnel complement to develop specific information about 
major export opportunities, and the companies and agencies of the 
Government of Venezuela which are generating these opportunities. 
Highlights of some of the more important projects now in the formative 
stage are shown below. 


Bids are now being evaluated for the billion dollar railroad 
project and the Caracas METRO rolling stock and system installation. 
A billion dollar "“people-mover" project for the Caracas Metropolitan 
area now is under active discussion. 


The State-owned agency Corporacién Venezolana de Guayana (CVG) 
has responsibility for promoting and coordinating the development of 
the rapidly-growing Ciudad Guayana region. Designated as the new 
Eastern pole for Venezuelan industrialization, the region boasts the 
first national steel mill, CVG-SIDOR, now being expanded from 1.2 to 
4.8 million metric ton annual capacity of steel and product. The 
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expanded plant will utilize the direct reduction process, and both 
Midrex and HYL processing plants are now under construction. The mill's 
flat products plant is also being expanded and a slab mill and bar 
mill are being added. CVG also has an interest in the new FIOR 
briquetting plant now in its startup phase as well as in the region's 
two aluminum plants, ALCASA (Reynolds-CVG joint venture) and 

VENALUM (CVG with Japanese minority participation). ALCASA is 
currently being expanded to 140,000 metric ton capacity; and 

VENALUM, now under construction, will raise national aluminum 
production ‘to 400,000 M.T. per year. INTERALUMINA (CVG-ALUSUISSE 
jofmt venture) has firm plans to construct a million-ton capacity 
facility which will convert imported bauxite to alumina utilizing 

the region's natural gas deposits. Also planned for the region are 

a high-carbon steel plant with 400,000 M.T. annual capacity, a caustic 
soda plant and a variety of smaller metalworking industries. Rapid 
expansion has strained local infrastructure, and CVG is sponsoring 
massive programs for the contruction of housing, schools and services. 


In his March, 1977, State of the Nation address, President Perez 
placed great emphasis on the industrial development of the Zulia 
region. The CORPOZULIA program now centers on development of large 
Western coal reserves and the creation of a five-million ton integrated 
steel mill, using blast furnance technology. Expansion of regional 
infrastructure, including improved highways, port facilities and a 
short-haul railroad, plus a thermoelectric plant, is also planned. 


The development of hydroelectric power is a high government 
priority. A decision will be taken soon on which of five (including 
three U.S.) engineering contractors will carry out the expansion of 


the Ral Leoni (Guri) Dam hydroelectric project. Multimillion dollar 
projects are planned for the lower Caroni, Uribante-Caparo, and 

several other rivers. In addition to the hydroelectric facilities, 

very large investments will be made in thermal plants and power 
transmission facilities. Expanded capacity at Guri will speed planned expansion 
the aluminum facilities to be built by ALCASA VENALUM and INTERALUMINA. 
Development of Venezuela's petrochemical industry has been slowed by 

the recent government decision to reorganize the National Petrochemical 
Institute (IVP) and place it under the control of Petréleos de Venezuela. 
Little will be done to implement the nation's petrochemical 

development plans while the reorganization is underway but implementation 
of the plan is expected to begin in late 1977 when the reorganization 

is expected to be completed. There is serious interest in forming at 
least three mixed enterprises at the El Tablazo petrochemical complex 

in the near future. The products to be produced by the enterprises are 
synthetic rubber (SBR), high density polyethylene, and polypropylene. 

A decision is expected to be made late in 1977 regarding the construction 
of a benzene-toulene-xylene plant on Paraguané. It is thought that 
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either LAGOVEN or MARAVEN (operating companies of Petréleos de 
Venezuela) will be charged with carrying out the project. Several 
U.S. engineering and consulting companies are now working for IVP 
to support existing operations. More contracts of this nature may 
be let in 1977. 


Petroleos de Venezuela is embarking on a billion dollar 
project to upgrade existing refineries over the next five years. 
Other areas in which substantial investments will be made over the 
short and medium term include telecommunications, ports (by a new 
National Ports Institute which plans a very large integrated port at 
Puerto Cabello but also needs immediate help in solving critical 
congestion problems at existing ports), potable water and sewage 
systems, housing, and shipbuilding. All of these are multimillion dollar 
projects and most offer significant opportunities for U.S. suppliers of 
goods, feasibility and engineering studies, project management, contracting 
services and capital equipment. 


In summary, Venezuela is today one of the unique markets of the 
world. The Government's development policy'‘drid economic diversification 
program, financed from sales of petroleum and the country's substantial 
foreign exchange reserves, point towards increasing opportunties for 
American exporters. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





